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Reform of South Carolina's
municipal annexation laws is
part of the General Assembly's crowded agenda this year.
Few states have more restrictive laws, and South Carolina’s cities and towns feel their
viability is at stake without reform (page 2).
Compared to other Southern states, relatively few South
Carolinians live in cities or
towns. According to the 1990
census, 37 percent of South
Carolinians lived within corporate limits compared to 46 percent in North Carolina, and 48
percent in Tennessee. Only
Georgia, where 39 percent live
inside municipalities, is comparable to South Carolina.
Just looking at 1990 census
data, South Carolina appears
to be very rural. No city in the
state has a population of
100,000. Columbia is the largest municipality with a population of 98,052. The official population of Greenville was only
58,282.
Looking at city population fig-

ures, however, misses the big
picture. Of the 250,000 people
in the Charleston metro area,
only about 150,000 of them live
in the cities of Charleston and
North Charleston. The densely
populated, unincorporated suburbs ringing our cities, with their
subdivisions, trailer parks, shopping centers and factories are
as urban as downtown Charleston, Columbia, Greenville or
Spartanburg. They are part of
the “natural” city, yet only the
downtown and some of the older residential areas are under
the jurisdiction of a municipal
government.
South Carolina annexation
laws have always bent over
backwards to protect the rights
of those who did not want to be
subject to municipal authorities.
They are part of the heritage of
a once rural state when municipalities were small and demand
for urban services was minimal.
They have not been changed to
reflect the urban nature of our
state today.
Presently the only way a S.C.

city can grow is if at least 75
percent of the owners of at
least 75 percent of the assessed real property in the
area to be annexed petition a
municipality for annexation.
Our neighbor North Carolina, by contrast, has one of the
least restrictive annexation
procedures. Since the 1950s,
Tarheel municipalities can
annex without petition or referendum as long as the area
to be annexed is adjacent to
the municipality and meets certain standards of population
density and urban development. Those who object can
speak out at mandatory public
hearings, but North Carolina
municipalities do not need the
permission of those being annexed to expand municipal
boundaries. As a result cities
like Asheville, Charlotte,
Greensboro, and Raleigh have
grown rapidly.
Most states fall between the
restrictive S.C. annexation law
and our neighbor's permissive
approach. Georgia, Florida,
(Continued p 3)
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The Economics of Municipal Annexation
This series of
economic briefs
explores fundamental concepts
in economics
and community
and economic
development.

Few things stir up people’s dander more than municipal annexation. That's because annexation usually has pocketbook implications.
It is often possible for property owners near a city or town to
realize many of the benefits
provided by taxpayers of a municipality without having to pay
municipal taxes themselves.
They may shop or work in the
town, benefiting from street
maintenance, police protection,
street lights, and parking spaces, causing traffic congestion
and leaving litter behind. They

municipalities is a way of life in
much of South Carolina. Since
suburban residents generally
are more affluent than those
living inside cities and towns,
lower income city and town
dwellers end up subsidizing the
affluent.
Sometimes, free-riders may
realize net economic benefits
from annexation. Annexation
can lead to lower fire insurance
premiums for businesses and
residents if the city has better
fire service. Often, annexation
is the only way to get sewer
services. Persistent, costly experiences
with malfunctioning septic
tanks can
cause
residents
of outlying areas to accept annexation as the lesser of evils.
Understandably, municipal
officials, because they are proannexation, would like to put an
end to or at least limit freeriding upon their taxpayers. Not
only do they hope for more
property tax revenue, but
annexation by increasing population entitles a city or town to
more state-shared revenue.
North Charleston, Sumter, and
Columbia were able to annex
military bases, substantially increasing their populations and,
thus, their state kickbacks without incurring much in the way of

Living in unincorporated suburbs and
free-riding on nearby municipalities is a
way of life in much of South Carolina.
make no significant contribution to the cost of operating the
city, but living near a well-run
municipality is likely to have a
favorable effect on their property values.
Economists call this behavior
free-riding. Human beings like
riding free and will fight like cats
when threats to their free rides
appear. Annexation is such a
threat, so it is difficult to achieve
if (as in South Carolina) it requires that those in affected
areas give their consent in some
way.
Living in unincorporated suburbs and free-riding on nearby

additional service delivery costs
(since the military provides most
services on the bases). Yet even
with less free-riding and an expanded tax base, annexation
does not always produce net
economic benefits for municipalities.
Often there are considerable
front-end costs in extending services to newly annexed areas,
such as expanding sewer lines
or building a new fire station.
More police, fire fighters, patrol
cars and fire trucks may be needed, and more money will have
to be spent on fuel as police
cars and garbage trucks service bigger areas. Unless the
assessed tax value of the property annexed is relatively high
per square mile, the annexation
can end up costing more than it
produces in immediate tax revenues.
Throughout history, cities and
towns have played critical roles
in economic development. If the
taxing jurisdictions of municipalities are overly limited by restrictive annexation laws and
free-riding persists, South Carolina’s future economic development will be threatened. Orderly, rational annexation is a necessity. But unless municipal
officials can offer pocketbook
benefits that induce suburbanites to give up their free ride,
political support for annexation
law reform is likely to be difficult
to muster.
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and Tennessee all allow municipalities to initiate annexation
processes by ordinance, but require referenda (in Florida, both
of those in the area to be annexed and the existing municipality).
Southerners outside South
Carolina have not felt their liberty is seriously curtailed by laws
that make annexation easier.
So why are South Carolinians
so resistant to change in the
Palmetto State’s annexation
laws?
Since cities have been unable to expand to take in urban
areas around their fringes, special purpose districts were created to provide a limited range
of municipal-like services at a
time when the state constitution prohibited counties from
doing much more than maintaining the sheriff and a jail,
registering deeds, and running
a roadgrader up and down a
few roads. Over the years, the
special purpose districts have
built up assets and incurred
bonded debt, and it is not clear
what effect increased annexation activity would have on the
operational viability of many
special purpose districts.
More recently counties were
given the authority to create
special tax districts to provide
higher levels of service to certain areas in trade for higher
taxes. Counties have, thus, expanded their activities into other areas and are reluctant to
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surrender this new authority to
cities. Then, there is the matter
of suburbanites free-riding on
municipal services paid for by
taxpayers located inside corporate limits (page 2).
The question of who will supply electricity to newly annexed
areas has been a continuing
barrier to new annexation legislation. At this time, the “electric” cities, investor-owned utilities, and electric cooperatives
have not arrived at a compromise position on the issue.
Pressure for reform is more
diffused. Municipalities obviously would like the power to
annex more easily. Some sub-

(Continued from p 1)

urban residents would like to be
in the city; some city residents
hope annexation will spread the
cost of city services. A recent
federal court decision which reduced the state’s three annexation methods to the one now
available could put some pressure on the legislature to consider reform. The question is:
Can change overcome the resistance of those who like the
status quo?
Statistics in this article were taken
from reports by the S.C. Advisory Commission on Intergovernmental Relations: The Future of Municipal Annexation in South Carolina, May 1991,
and S.C.'s Communities: A Profile of
Change, Nov. 1992.

South Carolinians concerned about promoting understanding,
protection and comprehensive management of lakes, reservoirs, and their watershed, or areas of land from which they receive
runoff have formed the Lake and Watershed Association of South
Carolina (LWASC). The association is a chapter of the North
American Lake Management Society. For information about membership contact the association at P.O. Box 869, Irmo, S.C. 290630869, telephone 803 772-5354.
The 1993 edition of the South Carolina Statistical Abstract,
published by the Division of Research and Statistical Services of the
State Budget and Control Board, will soon be available from the
State Data Center. The cost is $20 in book form or on 3.5 or 5.25
double-sided, double-density disks in ASCII or Lotus. Send your
prepaid order to the State Data Center, Rembert C. Dennis Building,
Room 425, 1000 Assembly Street, Columbia, S.C. 29201. Here at
the STI we are often asked where counties and cities can find data
based on the census. This is the first resource we recommend.
Corrections to the table “Percentage Budgeted for Solid Waste
Management by S.C. Counties” which appeared in the last issue of this
newsletter are Oconee County, 1991-92 Budget, $12,532,647; Total for
1991-92 budget column, $761,801,543; Oconee 1991-92 % Budget,
5.09; and Total 1991-92 % Budget, 10.13. Errors were caused by our
typo in the Oconee budget. (Data were provided to us by counties.)
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PERCENTAGE OF S.C. FAMILIES WITH
INCOME BELOW THE
POVERTY LEVEL, 1979 TO
1989

The federal government has established an
income level, based on family size and circumstances, below which families are considered to be in poverty. In 1989,
11.9 percent of the state's families
were classified as being in poverty,
down from 13.1 percent in 1979. While
there are poor in every county of the state,
poor families in
Below state average in 1979 and
South Carolina are
improved by 1989
concentrated in the
rural interior counBelow the state average in 1979 but
lost ground by 1989
ties of the Coastal
Plain. One family
Above the state average in 1979 but
improved by 1989
in every three is
classified as poor
Above the state average in 1979 and
in Allendale Counlost ground
ty, where, in 1989,
33.5 percent of families had an income below the poverty
level. Lexington County has the lowest rate of poverty with
6.3 percent of families below the poverty level.

Data are taken from the 1980
census, General Social and Economic Characteristics, and the 1990
census, Summary Social, Economic, and Housing Characteristics.
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